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CHECKLIST SUPPLEMENT FOR AGRICULTURAL PRODUCERS
AND ILLUSTRATIVE FINANCIAL STATEMENTS

The checklist and illustrative financial statements included in this
booklet have been developed as a nonauthoritative technical practice
aid.
Readers should be aware of the following:
The checklist and illustrative financial statements are to be used in
conjunction with the "Disclosure Checklists and Illustrative Financial
Statements for Corporations," and have been updated to include rele
vant FASB Statements, Accounting Principles Board Opinions and AICPA
Statements of Position.
In addition, suggested guidance has been pro
vided from various accounting textbooks where no specific authorita
tive literature exists.
The checklist and illustrative financial
statements should be modified, as appropriate, for subsequent pro
nouncements.
To determine the applicability of a pronouncement, its
effective date should be considered.

The checklist and illustrative financial statements are a "tool" and
in no way represent official positions or pronouncements of the AICPA.
The checklist and illustrative financial statements should be used by
or under the supervision of persons having adequate technical training
and proficiency in the application of generally accepted accounting
principles and generally accepted auditing standards.
The checklist and illustrative financial statements do not represent
minimum requirements and do not purport to be all-inclusive.
The
referenced standards should be reviewed if clarification is desired as
to whether the disclosures indicated are required or suggested and to
what extent each disclosure is relevant to the statements.
Users of this checklist and illustrative financial statements are
urged to refer directly to applicable authoritative pronouncements
when appropriate.
If you have further questions, call the AICPA
Technical Hotline (see back cover).
The author wishes to acknowledge
the assistance of his colleagues, Jack Shohet and Ray Whittington, who
served as consultants on this project.
John Graves
Director
Technical Services
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NOTICE

This checklist is updated through FASB Statement No. 102.
At the time
of this checklist’s publication, the FASB was in the final stages of
issuing a Statement of Financial Accounting Standards that would re
quire all entities to disclose information about (1) financial instru
ments with off-balance-sheet risk and (2) financial instruments with
concentrations of credit risk.
Those disclosures would be required
for financial statements issued for fiscal years ending after June 15,
1990, and will be reflected in Section 18,200 of the AICPA Financial
Statement Preparation Manual that will be mailed to subscribers before
June 1990.
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INTRODUCTION

Agricultural producers are farmers and ranchers.
The types of activi
ties engaged in by agricultural producers include the following:
Growing wheat, milo, corn, and other grains
Growing soybeans, vegetables, sugar beets, and sugarcane
Growing citrus fruits, other fruits, grapes, berries, and nuts
Growing cotton and other vegetable fibers

Operating nurseries
Breeding and feeding cattle, hogs, and sheep, including wool produc
tion

Operating dairies
Raising fish and shellfish
Operating poultry and egg-production facilities

Breeding horses

Raising mink, chinchilla, and similar small animals
The forms of business entity used by agricultural producers range from
noncorporate family groups to publicly held multinational corpora
tions .
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Checklist for Agricultural Producers
This checklist has been developed as a nonauthoritative practice aid,
and is to be used in conjunction with the "Disclosure Checklist for
Corporations."
Explanation of References:

A & AG

=

Audit and Accounting Guide, Audits of Agricultural
Producers and Agricultural Cooperatives

ARB

=

Accounting Research Bulletin

AC

=

Reference to section number in FASB Accounting Standards
Current Text

Checklist Questionnaire

Financial Statements and Notes Checklist for Agricultural Producers
NOTE:

This checklist is to be used in conjunction with the
"Disclosure Checklist for Corporations."

General

A.

Forward Sales Contracts

Yes
1.

2.

If products are sold under forward sales
contracts but the producer retains title:
a.

Are such products accounted for as in
ventory?

b.

If the sales price is determined at
time of sale, was the sales price con
sidered in determining the net realiz
able value of the products?

c.

If the sales price is to be determined
at a date after the date of sale, was a
price estimated at the balance sheet
date to determine net realizable value?
[A & AG, page 67]

If products are sold under forward sales
contracts and the producer does not retain
title:
a.
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___

Was the transaction recorded as a sale?

___

No

N/A

Yes

3.

B.

If the sales price is to be determined
at a date after the date of sale, was
the sale recorded at estimated net
realizable value at the balance sheet
date?

c.

If there is a material difference be
tween the estimated net realizable
value at the balance sheet date and at
the date of the auditor's report, has
such a difference been disclosed?
[A & AG, page 67]

If conditions warrant, were losses recog
nized?
[A & AG, page 68]

N/A

___

___

Forward Purchase Contracts

o

C.

b.

No

Are material losses recognized and dis
closed separately in the income statement?
[ARB 43, Ch. 4, par. 17 (AC I 78.121); A &
AG, page 68]

Futures Contracts

1.

2.

If a futures contract is designated a
hedge:

a.

Does the item to be hedged expose the
enterprise to price (or interest rate)
risk?

b.

Does the futures contract reduce the
exposure to risk, and is it designated
as a hedge?
[SFAS 80, par. 4 (AC F80.104 and .404)]

If the futures contract hedges an antici
pated transaction:
a.

Are the significant characteristics and
expected terms of the anticipated
transaction identified?

b.

Is it probable that the anticipated
transaction will occur?
[SFAS 80, par. 9 (AC F80.109)]
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Yes

3.

If a futures contract is accounted for as a
hedge, does the disclosure include:
a.

b.

D.

E.
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The nature of the assets, liabilities,
firm commitments, or anticipated trans
actions hedged with futures contracts?

The method of accounting for the fu
tures contract, including a description
of the events or transactions that
result in recognition in income of
changes in value of the futures con
tracts?
[SFAS 80, par. 12 (AC F80.112)]

Transactions With Supply and Manufacturing
Cooperatives
1.

Were patronage refunds appropriately
accrued?

2.

Were patronage refunds appropriately
classified in the producer's financial
statements?
[A & AG, page 32]

Transactions With Marketing Cooperatives
1.

If title of products delivered to a coop
erative has passed to the cooperative, has
the producer recorded the transaction as a
sale?

2.

Was the sale recorded at an appropriate
amount?

3.

Are advances from a cooperative treated as
a reduction of the receivable from the
cooperative?

4.

Is the amount of current-year revenues that
represent an adjustment of revenues from
prior years disclosed?

5.

If title of products delivered to a coop
erative has not passed to the cooperative,
does the producer include the products in
its inventories?

___

___

No

N/A

Yes

6.

If a producer is economically dependent on
a cooperative for sale of all or a signifi
cant portion of its annual production, is
the extent of such transactions disclosed?
[A & AG, pages 33, 34]

No

N/A

___

Balance Sheet

A.

Inventories

1.

Are the following classified as part of
inventories?
a.

Growing crops?

___

b.

Developing animals to be held for sale?

___

c.

Harvested crops?

___

d.

Livestock held for sale?

e.

Secondary products, such as calves from
dairy herds and wool from sheep?
[A & AG, page 12]

2.

Are growing crops and developing animals to
be held for sale stated at lower of cost or
market?
[A & AG, page 12]

3.

Are harvested crops and livestock held for
sale stated at lower of cost or market or
at sales price less estimated costs of dis
posal if all the following conditions
exist?

4.

a.

Market price is reliable, readily de
terminable, and realizable?

b.

Costs of disposal are relatively insig
nificant and predictable?

c.

Available for immediate delivery?
[A & AG, page 12]

Are costs of growing crops that benefit
more than one crop year included in
property and equipment and amortized over
their useful lives?
[A & AG, page 16]
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Yes

B.

C.

5.

Are costs such as special tillage, chop
ping, or burning required after harvest of
a crop to overcome a physical or noxious
condition accrued as costs of the harvested
crop?
[A & AG, page 16]

6.

Are costs of growing grain or hay to feed
livestock of producer accounted for as
maintenance costs of the livestock?
[A & AG, page 16]

7.

Was using a specialist under SAS No. 11
considered?

Investments in Cooperatives

1.

Is the investment stated at cost, including
allocated equities and retains?

2.

Was the investment reduced for allocated
losses?

3.

Was the investment reduced if investor was
unable to recover full carrying amount of
investment?
[A & AG, page 31]

Property
1.

2.

3.

Are permanent land development costs (costs
of initial land surveys, titles, initial
clearing, and initial leveling) capitalized
and not subject to depreciation?
Are limited life development costs (water
distribution systems, fencing, and drainage
tile) capitalized and depreciated over the
estimated useful life of the improvement?
[A & AG, page 30]

___

___

Are capitalized costs for the following
classified as property and depreciated over
their estimated life?
a.
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___

Orchards and vineyards?
[A & AG, page 20]

___

NO

N/A

Yes
b.

Intermediate-life plants (artichokes,
asparagus, bush berries, kiwifruit,
alfalfa, and grazing grass)?
[A & AG, page 21]

c.

Breeding animals?
[A & AG, page 24]

d.

Production animals?
[A & AG, page 26]

4.

Are the estimated useful lives of property
items disclosed?
[A & AG, page 21]

5.

For orchards and vineyards:

6.

a.

Were cultural costs during the develop
ment period, including stakes and
wires, grafting, and labor for pruning
and forming, capitalized?

b.

Were net proceeds from sales of prod
ucts before commercial production
begins applied to the capitalized costs
of the plants, trees, or vines?

c.

Were losses caused by abnormal events,
such as unusual disease, frost, or
flood, written off in the year of the
loss?

d.

Were replanting costs capitalized?
[A & AG, page 19]

No

N/A

For intermediate-life plants, were the
following development period costs
capitalized?

a.

Land preparation?

b.

Plants?

c.

Preparation of planting beds?

d.

Stakes and wires?

e.

Cultural care during the development
period?
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Yes
f.
7.

8.

9.

10.

D.

For breeding animals, were the following
costs capitalized?
a.

Feed?

b.

Veterinary care?

c.

Medicines?

d.

Labor?

e.

Land and pasture rent?

f.

Depreciation of the herd and facilities? ___
[A & AG, page 24]

For breeding animals, were accumulated
costs of animals lost through causes con
sidered abnormal written off in the period
of loss?
[A & AG, page 24]

For poultry operations, were the following
costs capitalized?
a.

Cost of the birds?

b.

Materials and labor?

c.

Allocated indirect costs during
prematurity period?
[A & AG, page 26]

Are capitalized costs of poultry operations
less estimated salvage value of chickens
amortized over the egg-laying period?
[A & AG, page 26]

Other Assets
o
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Overhead?
[A & AG, page 21]

Are costs allocated to milk-marketing
rights accounted for in accordance with
APB Opinion No.17?
[A & AG, page 26; APB 17, par. 30 (ACI
60.111) ]

___

___

No

N/A

Yes

E.

No

N/A

Current Liabilities

o

Are federal agency loans collateralized by
security interests in negotiable warehouse
receipts classified as a current liability?
[A & AG, page 35]

___

Statement of Income
A.

Revenue and Expenses

1.

2.

3.

Are payments received from the government
under income replacement and subsidy pro
grams appropriately accounted for?
Are payments received from the government
under cost sharing programs appropriately
accounted for?
[A & AG, pages 35 and 36]

Are costs to develop improved animal blood
lines or hybrid plants, trees, and vines
expensed as incurred?
[A & AG, page 31]

___

___

___
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Illustrative Financial Statements
Agricultural Producers

Illustrative Independent Auditor’s Report

We have audited the accompanying balance sheets of Grain and Cattle Producer, Inc. as of August 31,1989 and 1988,
and the related statements of income, retained earnings, and cash flows for the years then ended. These financial
statements are the responsibility of the Company's management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial posi
tion of Grain and Cattle Producer, Inc. as of August 31,1989 and 1988, and the results of its operations and its cash
flows for the years then ended in conformity with generally accepted accounting principles.
[Signature]

[Date]
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Grain and Cattle Producer, Inc.
Balance Sheets
August 31,

1989

1988

$ 112,000
510,000

$ 195,000
475,000

75,000
265,000
410,000
90,000

70,000
245,000
445,000
65,000

1,462,000
54,000

1,495,000
47,000

Assets
Current assets
Cash
Receivables (Notes 1 and 2)
Inventories (Note 1)
Feed and supplies
Grain
Cattle
Deposits and prepaid expenses
Total current assets
Investment (Note 1)
Property and equipment, net
(Notes 1 and 3)

Total assets

5,288,000

4,837,000

$6,804,000

$6,379,000

$ 200,000
224,000
23,000
250,000

$ 200,000
199,000
68,000
200,000

697,000
210,000
3,020,000

667,000
173,000
2,925,000

3,927,000

3,765,000

500,000
2,377,000

500,000
2,114,000

2,877,000

2,614,000

$6,804,000

$6,379,000

Liabilities and Stockholders' Equity
Current liabilities
Notes payable (Note 4)
Accounts payable and accrued expenses
Income taxes payable
Current maturities of long-term debt

Total current liabilities
Deferred income taxes (Note 5)
Long-term debt (Note 4)
Total liabilities

Stockholders' equity
Common stock, $100 par, authorized
and issued 5,000 shares
Retained earnings

Total liabilities and
stockholders' equity
The accompanying notes are an integral part of the financial statements.

19

Grain and Cattle Producer, Inc.
Statements of Income and Retained Earnings

Years Ended August 31,

Revenue
Grain
Cattle
Interest
Other

1989

1988

$2,365,000
1,110,000
15,000
14,000

$1,810,000
1,378,000
17,000
22,000

3,504,000

3,227,000

Cost and expenses
Grain
Cattle
Interest expense
General and administrative expense

1,395,000
910,000
375,000
280,000

1,090,000
1,025,000
355,000
275,000

Total costs and expenses

2,960,000

2,745,000

Income before income taxes

544,000

482,000

Income taxes (Note 5)
Current
Deferred

214,000
37,000

189,000
38,000

251,000

227,000

293,000
2,114,000
(30,000)

255,000
1,889,000
(30,000)

Total revenue

Total income taxes

Net income
Retained earnings, beginning of year
Dividends paid
Retained earnings, end of year

$2,114,000

Income per share

$

58.60

$

51.00

Dividends per share

$

6.00

$

6.00

The accompanying notes are an integral part of the financial statements.
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$2,377,000

Grain and Cattle Producer, Inc.

Statement of Cash Flows
Years Ended August 31,
Cash flows from operating activities:
Net income
Adjustments to reconcile net income to
net cash provided by operating activities:
Depreciation
Deferred income taxes
Allocated retains—Central Supply Cooperative
Gain on sale of property and equipment
Change in assets and liabilities:
Increase in receivables
Decrease (increase) in inventories
Increase in deposits and prepaid expenses
Increase in accounts payable and
accrued expenses
Decrease in income taxes payable

1989

1988

$ 293,000

$ 255,000

Net cash provided by operating activities

Cash flows from investing activities:
Sale of property and equipment
Additions to property and equipment

Net cash used by investing activities

190,000
37,000
(7,000)
(6,000)

175,000
38,000
(5,000)
(2,000)

(35,000)
10,000
(25,000)

(50,000)
(70,000)
(15,000)

25,000
(45,000)

50,000
(17,000)

437,000

359,000

90,000
(725,000)

72,000
(210,000)

(635,000)

(138,000)

Cash flows from financing activities:
Repayment of notes payable
Increase in current maturities of
long-term debt
Issuance of long-term debt
Repayment of long-term debt
Dividends

50,000
345,000
(250,000)
(30,000)

—
(200,000)
(30,000)

Net cash provided (used) by
financing activities

115,000

(280,000)

(83,000)
195,000

(59,000)
254,000

(50,000)

Net decrease in cash
Cash at beginning of year

_

Cash at end of year

$ 112,000

$ 195,000

Supplemental disclosure of cash flow data:
Cash paid during the years for:
Interest (net of amounts capitalized)

$ 250,000

$225,000

Income taxes

$

65,000

$

27,000

The accompanying notes are an integral part of the financial statements.

21

Grain and Cattle Producer, Inc.
Notes to Financial Statements
Years Ended August 31, 1989 and 1988

1. Summary of Significant Accounting Policies

Receivables. Receivables from cattle and grain sales are based on contracted prices. The company evaluates the
collectibility of all receivables at year-end. Amounts considered uncollectible or doubtful of collection are written
off when such determination is made.
Inventories. Cattle inventories are stated at the lower of cost (first-in, first-out method) or market. Costs of raised
cattle include proportionate costs of breeding, including depreciation of the breeding herd, plus the costs of
maintenance to maturity. Purchased cattle are carried at purchase cost plus costs of maintenance to maturity.

Harvested grain inventories are stated at the lower of cost (first-in, first-out method) or market. Growing crops
are valued at the lower of cost or estimated market.
The company hedges grain inventories and growing crops to the extent considered practicable for minimizing
risks from market price fluctuations. Realized and unrealized gains and losses on futures contracts that qualify
as hedges are deferred until the related inventories are sold. Those realized and unrealized gains and losses are
considered in determining net realizable value for lower of cost or market calculations for related harvested and
growing crops.
Investment. The investment in Central Supply Cooperative (Central) represents equities allocated to Grain and
Cattle Producer, Inc. (the Company), by Central as of Central's most recent fiscal year-end, plus an accrual at the
Company's fiscal year-end for anticipated patronage allocations. The accrual is based on the expected percentage
(1 percent in both 1989 and 1988) of Central's total patronage applied to Central's interim operating results.
Patronage refunds are credited to operating expenses.

Property and equipment. Property and equipment are stated at cost. Breeding animals are carried at purchase
costs or inventory transfer amounts equal to the lower of accumulated animal maintenance costs or market.
Depreciation is provided over the estimated useful lives of the assets on a straight-line basis (see note 3).
Renewals and betterments are charged to property accounts. Costs of maintenance and repairs that do not
improve or extend asset lives are charged to expense.

2. Receivables
Receivables are composed of the following:
August 31,

Note, secured, due January 1990, interest at 12%

Receivables, grain and livestock sales

Other
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1989
90,000

1988

410,000

$ 460,000

10,000

15,000

$ 510,000

$ 475,000

$

3. Property and Equipment

Property and Equipment are stated at cost. A summary of the Company's facilities is shown below.
August 31,
Land
Buildings and land
improvements
Machinery and equipment
Feedlot facilities
Breeding herd

1989

1988

$3,678,000

$3,214,000

840,000
560,000
285,000
1,025,000

800,000
515,000
270,000
978,000

6,388,000

5,777,000

Less accumulated
depreciation

1,100,000

940,000

Property and
equipment, net

$5,288,000

$4,837,000

Useful Lives

5-40 years
3-15 years
10-25 years
8 years

Depreciation charged against income for the years ended August 31, 1989 and 1988, amounted to $190,000 and
$175,000, respectively.

4. Long-Term Debt and Short-Term Borrowings
Long-term debt. The long-term debt, which is collateralized by real estate, outstanding as of August 31,1989 and
1988, is summarized below.
August 31,

Payable in annual principal
installments of $200,000 with
final installment of $125,000
in 1993; interest at 11%
Payable in annual principal
installments of $50,000 with
final installment of $45,000
in 1995; interest at 14.5%
Less amount due within one year

Balance, due after one year

1989

1988

$2,925,000

$3,125,000

345,000
3,270,000
250,000

3,125,000
200,000

$3,020,000

$2,925,000

Maturities of long-term debt for each of the five fiscal years subsequent to August 31, 1989, are as follows:
1990
1991
1992
1993
1994

Total

$ 250,000
250,000
250,000
250,000
250,000

$1,250,000
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The debt agreements contain a number of restrictive covenants on the payment of dividends including, among
other things, a limit of 75 percent of the net earnings over $100,000 per year.

Short-term borrowings. The Company had a short-term line of credit with First National Bank of up to $300,000
in 1989 and $250,000 in 1988. The average interest rates were 17 percent and 18 percent for the years ended
August 31, 1989 and 1988, respectively.

5. Income Taxes

Following is a reconciliation of the income tax computed at the federal statutory rates and the income tax
provision.
Years Ended August 31,

Income tax at statutory rates
Decreases resulting from:
Benefit from breeding-herd sales
income taxed at capital gains rate
Investment tax credit
Other, net

Total income tax provision

1989
$ 272,000

1988
$ 241,000

(5,000)
(10,000)
(6,000)
$ 251,000

(4,000)
(6,000)
(4,000)
$ 227,000

Deferred income taxes have been provided to reflect the difference in timing of income and expense for
accounting and income tax purposes. The sources of these differences and the related tax effect of each are
summarized as follows.
Years Ended August 31,

Valuation of breeding livestock
Valuation of inventories
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$

1989
21,000
16,000

$

1988
24,000
14,000

$

37,000

$

38,000
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